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DOLLARS, GOODS, AND PEACE 


BY THOMAS P. BROCKWAY 


CHAPTER ONE 
Economics and World Affairs 


Twice in the twentieth century American economic skills and re- 
sources have played a major part in winning a world war. Today 
we face a different kind of challenge. The enemy is war itself and 
the question we must answer is whether our economy can be made 
to count in winning world peace. 

In recent years we have become increasingly conscious of the 
importance of economics in international affairs. There was a 
time when we looked upon the relations between states as a well- 
guarded secret between diplomats, that is, until war came. As 
late as the 1920's historians pondering the causes of World War I 
turned first to the diplomatic record; and they seldom turned to 
anything else, partly, of course, because by the end of the decade 
some 35,000 diplomatic documents had been stacked on their 
desks. 

We are now convinced that international politics are pro- 
foundly influenced by international economics. That is why 
Foreign Secretary Bevin boasted that with thirty million tons of 
English coal to export, he could change the face of European 
diplomacy. | 
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We are now convinced also that we are unlikely to establish 
peace between nations unless there is a sound economic basis for 
it. That is why we have paid so much attention to belated plans 
for getting the economy of Europe functioning again. 

But when we ask what good our new awareness of economic 
matters has done us, the answer is only partly encouraging. In 
certain respects we have profited from economic mistakes we 
made during and after World War I. But now, in the third year 
of peace, economic rehabilitation is far from achieved in Europe 
or Asia, and economics appears to play quite as great a role in 
dividing the world as in uniting nations. 


ON THE CREDIT SIDE 


One thing we learned from the experience of the First World 
War was that loading our allies with debts they could never repay 
was not an act of wisdom. This time our material contribution to 
the victory was financed through the brilliant invention of Lend- 
Lease, and the Lend-Lease accounts with our allies have been or 
are being closed with token payments. Thus this postwar era has 
begun without a network of Allied war debts such as plagued 
the world’s statesmen from 1918 to the depression. 

We may take satisfaction also in the emphasis upon economics 
in the charter and structure of the United Nations. The League 
of Nations was relatively indifferent to economic matters; the 
United Nations has established numerous agencies dealing with 
international economic problems on the assumption stated in the 
charter that conditions of stability and well-being are “necessary 
for peaceful and friendly relations among nations.” The agencies 
created during and after this war to deal with such matters as 
relief, food, health, loans and investment, monetary problems, 
trade and aviation, have been brought into relationship with the 
United Nations through the Economic and Social Council. Thus 
the United Nations has clearly designated world economics as one 
of its major concerns. 
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ON THE DEBIT SIDE 


However, the state of the world today raises sharp debates as to 
the sufficiency of these promising beginnings. It is true that the 
United States made an astonishingly painless and complete con- 
version from a wartime to a peacetime economy, and that a few 
other nations have attained prewar levels of production. But 
economic rehabilitation is still ahead for much of the world, every 
year a food crisis points up the prevailingly low level of nutrition, 
and economic warfare is an element in the struggle for power be- 
tween the United States and the Soviet Union. Meanwhile the 
international machinery hopefully designed to deal with major 
economic problems appears incapable of motion for lack of fuel. 

How are these problems to be solved? How can the economic 
conditions of peace be realized throughout the world? These are 
the questions with which we are dealing, and we are certain to 
find the United States in every answer. For the United States is 
today the world’s dominant economic power, and its policies and 
actions may be decisive in the issue of war or peace in our time. 
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CHAPTER TWO 
America’s World Role 


The role of the United States in world affairs has expanded as our 
ideas of national interest have taken account of our rising stature 
in a shrinking world. We have still to take full account of the fact 
that the United States is today the preponderant economic power 
in a world of want. 

In the age of sailing vessels, the United States quite properly 
viewed isolationism as a suitable policy for a young and scattered 
republic. When the Atlantic could be crossed in days instead of 
weeks, and the United States had become a great power, this 
policy no longer made sense. Our ideas caught up slowly with our 
new status and expanding interests before World War II. But we 
shall have to think faster now. For the United States is today a 
super-power in the age of jet planes and atomic energy. And, 
temporarily at least, we are prospering while most of the world 
faces economic crises. 

In our progression from weakness to strength, from isolationism 
to world power, our economy has been the dynamic factor. Our 
resources and industrial skills made the United States a great 
power by the end of the nineteenth century. Our financial posi- 
tion and stakes abroad made us the world’s banker by the end of 
the First World War. The depression of the early 1930's reversed 
the trend. But rapid expansion of our industrial production was a 
decisive element in winning World War II; and civilian produc- 
tion since the war has been substantially greater than in the boom 
period of the late 1920's. 

The United States has ranked as the first industrial power for 
something like half a century, but World War II widened the gap 
between our production and that of the other great powers. If 
steel production is used as a rough measure of economic power, 
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we begin to sense the relative economic strength of the United 
States. In 1939 the United States produced about one-third of the 
world’s steel; in 1947 we produced substantially more steel than 
all the rest of the world combined. 

But the cold index of steel fails to convey a sense of the present 
world crisis. In sharp contrast to our own economic strength and 
well-being, Europe and Asia are struggling to meet their most 
elemental needs, and more than half the world’s population is 
steadily challenged by the difficulties of mere survival. In the 
third year of peace, western Europe, which once enjoyed a stand- 
ard of living second only to that of the United States and Canada, 
has remained near the subsistence level, with critical shortages of 
food, clothing, fuel, and shelter. Great Britain, once the world’s 
dominant economic power, has taken desperate measures merely 
to provide its people with a Spartan diet. 


THE CHOICE BEFORE US 


Under these circumstances the United States is faced with a major 
choice. If we assume that our basic aim in world affairs is peace, 
what should our policy be? Should we let Europe and Asia work 
out their problems with the minimum of involvement on our part? 
Or should we shoulder new responsibilities proportionate to our 
increased economic potential and expanded world position? 

As a nation we periodically admit the folly of isolationism, and 
forswear it as a policy. But the old allergy to “foreign entangle- 
ments” reappears and, between wars at least, isolation remains 
within the realm of political possibilities. In economic terms such 
a policy would mean a minimum of foreign trade and a maximum 
of self-sufficiency, little or no foreign lending or investment, 
neglect of our shipping and overseas aviation, and general in- 
difference to the well-being of the rest of the world. 

Such a policy would involve us in costly and complex changes 
in our economy. In particular the loss of our export markets would 
cut off the livelihood of millions of Americans on farms, in fac- 
tories, and in offices. This in turn would react on the whole 
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economy as depression in the export trades reduced purchasing 
power in the domestic markets. To avert a general depression the 
government would be compelled to make work for the unem- 
ployed, pay the farmer for crops he could no longer export, and 
finance the adjustment of American industry to the loss of foreign 
markets. 

An even more weighty argument against economic isolation is 
its probable consequences abroad. Without economic interven- 
tion on our part world recovery may be indefinitely postponed. 
Without world recovery a substantial part of human society will 
have no intermediate choice between chaos and totalitarianism. 
The triumph of either of these extremes would foreclose the 
building of a world society which alone can give ourselves and 
the rest of mankind freedom from fear in the atomic age. 


IMPERIALISM? 

Both our own needs and the state of the world argue for our ac- 
tive participation in world affairs. If we make this choice, we still 
have to determine what kind of a role we shall play. 

The highway of empire has been wide open to every dominant 
power in history. Americans have never liked the imperialism of 
other nations, but we have occasionally listened to the calls of 
Manifest Destiny. And the call is louder today with few great 
powers to listen. World War II strengthened our position in the 
New World, gave us new bases in the Pacific, made us temporary 
overlord of Japan, and deeply involved us in the affairs of Europe. 
From our economic base of full production we could now bring 
a considerable part of the world under varying degrees of control 
and even domination. Last December the English political writer, 
Harold Laski, suggested that our wealth and productivity had al- 
ready made us the great world power of all time. 


America bestrides the world like a colossus; neither Rome at 
the height of its power, nor Great Britain in the period of its 
economic supremacy, enjoyed an influence so direct, so pro- 
found, or so pervasive. 
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OR INTERNATIONALISM? 


If we are tempted to follow Rome or Britain as an empire-builder, 
we cannot ignore the alternative of exerting our influence in 
world affairs through the channels of internationalism. We have 
joined the United Nations and taken the lead in equipping it 
with numerous agencies for handling economic problems on a 
world scale. Our government steadily protesses its belief in the 
United Nations, even when it chooses to act independently of it, 
as in the case of our aid to Greece and our arming of Turkey. 

Whether internationalism will work in either politics or eco- 
nomics we do not know. In an atomic age, however, we may 
have to take some calculated risks. If we choose imperialism as 
our role, we shall find plenty of precedents to guide us to world 
power and even glory—although the precedents fail at the mo- 
ment to fill us with very much enthusiasm. If we choose the ap- 
proach of international cooperation, we shall be venturing on a 
frontier with few landmarks; but in the long run that may be 
where our national interest lies. 
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CHAPTER THREE 


What’s Wrong with the World? 


The most striking feature of the world economy since the war 
has been the failure of agricultural and industrial production to 
meet the basic needs of most of the world’s population. The 
United States has been producing at unprecedented peacetime 
levels, and exporting more than at any time in its history; but 
most of the world still faces critical shortages of food, clothing, 
fuel, and shelter. 

Why haven't other nations reconverted to peace and gone to 
work as we have done? What is wrong with the rest of the world? 

The most obvious explanation is that World War II hit the 
rest of the world much harder than it hit us. Among the great 
powers, only the United States was neither a battleground nor a 
target for strategic bombers. While our war industries were ex- 
panding without interruption, productive systems abroad were 
under constant attack as the destructiveness of war rose in pitch 
and tempo. While we were converting to civilian production after 
the war, other nations were confronted with the stupendous task 
of building new economies on the ruins of the old. 

In addition to sheer physical destruction, World War II finally 
shattered the complex economic organizations through which 
Nazi Germany had dominated most of Europe, and Japan had 
run its “Co-Prosperity Sphere” in eastern Asia. National econo- 
mies that had been integrated with the Axis war machines sud- 
denly lost their impetus. The alien customer vanished, directives 
from Berlin and Tokyo ceased, shortages developed, currencies 
fell. Reconversion was held up for lack of materials or power or 
labor; and when it occurred, the product might remain useless for 
lack of transport or of customers who could pay for it. 

- Great Britain and the Soviet Union escaped some of these 
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difficulties. But stoppage of Lend-Lease supplies upon the un- 
expectedly early surrender of Japan delayed their adjustment to 
peace. Shipments of food and raw materials were cut off before 
other provision could be made to pay for essential supplies. 
Henry M. Morgenthau, Jr., former Secretary of the Treasury, 
later asserted that the termination of Lend-Lease wrecked prom- 
ising plans of the Roosevelt administration for European re- 
covery. 

More basic than these economic factors were political develop- 
ments which complicated and retarded recovery in Europe and 
Asia. Disagreements between the victorious powers, a common 
postwar phenomenon, prevented any comprehensive peace settle- 
ment and divided Europe into two antagonistic camps. Within 
each camp lesser political wars were fought for local power, often 
at the expense of production and reconstruction. 

In the Far East the rising demands of nationalism and the 
challenge of communism ruled out a return to the prewar status, 
or the early resumption of economic life within new political 
frameworks. The withdrawal of Great Britain from India and 
Burma marked the end of colonial rule over a fifth of the world’s 
population, and confronted three new sovereign states with grave 
political and economic problems. In Indo-China and Indonesia 
economic matters were subordinated to the struggle for in- 
dependence from European domination. 

Overshadowing these local battles was the struggle for world 
power between the United States and the Soviet Union. As the 
postwar era took on some of the characteristics of a prewar era, 
economic recovery became a political question to be judged in 
the light of strategy and power. 


ECONOMIC NATIONALISM 
What is wrong with the world economically cannot, however, be 
wholly charged to the war. In fact the war itself was evidence 
that there was something wrong with the world economy. 

The trouble perhaps is that sovereign states are free to do 
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things that vitally affect the economic well-being of other states. 
Any sovereign state, for example, can shut out foreign goods by 
tariff walls and thus depress or ruin the export trade of other 
nations. Any sovereign state can restrict or deny the right of im- 
migration and thus increase population pressures abroad. 

Although we have had examples of these practices throughout 
the history of nations, economic nationalism has become a major 
problem only in recent times. During the world depression of the 
early 1930's, nation after nation cut itself off from the world 
economy to save its remaining markets for home suppliers. The 
United States led off with the Smoot-Hawley tariff act which 
boosted our customs walls to record heights. Great Britain, long 
the champion and beneficiary of free trade, joined the pro- 
tectionists. Nazi Germany adopted self-sufficiency as a policy, and 
devised a dozen new means of protecting its own economy against 
foreign wares and foreign currencies. 

Firmly established in the 1930's, economic nationalism sur- 
vived the war, and is today a major obstacle to recovery. With the 
collapse of Germany and Japan, every nation included in the Axis 
regional economies was left to shift for itself, however inadequate 
its resources for survival. Even aid from the outside was given on 
a national basis, and for most of these nations there was no plan 
or principle by which their economies could be keyed together. 

When we consider the economic consequences of the war, and 


the difficulties involved in establishing new economic relation-— 


ships, it is not surprising that much of the world remains plagued 
with persistent shortages of everything essential to lite. 


THE PROBLEM OF EUROPE 
If we turn particularly to Europe, formerly the world’s most pro- 
ductive area, the problem of recovery has been further compli- 
cated by the loss of income from abroad, and disagreements of 
the Allied powers over the role of Germany in the European 
economy. 

Before the war Great Britain, France, the Netherlands, and 
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other European nations derived part of their national income trom 
the earnings of their colonial possessions and the profits of 
foreign investment. Since the war the colonial peoples of Asia 
have contributed little or nothing to the needs of Europe, either 
in foodstuffs or in profits; and most of Europe’s foreign invest- 
ments had been liquidated to meet the costs of the war. The ex- 
tent of this loss is measured by the estimate that Europe, merely 
to pay for the prewar volume of essential imports, must now ex- 
port 30 per cent more than it formerly did. This fact explains why 
France and Britain, whose production has reached or passed the 
prewar level, have nevertheless been unable to balance their in- 
ternational accounts. 


EUROPE’S MIDDLE WEST 


Ever since the Industrial Revolution the German economy has 
been as crucial to Europe as that of the Middle West has been 
to the United States. Every European nation, from Russia .to 
Britain, has depended in some degree on Germany as a market 
or a source of supply or both. 

The collapse of Nazi Germany thus left an economic vacuum 
in the center of Europe. At Potsdam the Allies agreed to admin- 
ister Germany in four separate zones, but to treat it as a single 
economic unit with free trade between the four parts. An agree- 
ment of March 1946 set Germany’s postwar industrial capacity at 
slightly over one-half of the 1938 level. 

In spite of the agreement on German economic unity, the 
boundaries between the four zones have served as economic bar- 
riers. The Soviet zone, which was chiefly agricultural, thus re- 
mained cut off from the British and American zones, which con- 
tained Germany's chief industrial areas. In spite of the Allied 
Control Council in Berlin, each of the Allies went its own way in 
its own zone, and no unified economy emerged. 

While Germany remained unproductive, European revival was 
extremely doubtful. In particular Europe depended on Germany 
for coal; and the production of coal in the Ruhr Valley, less than 


14 


| 


half the prewar level in the summer of 1947, was insufficient to 
guarantee Europe against cold homes and silent factories. 

This fact, along with sharpening antagonism between the 
Soviet Union and the western powers, led the United States to 
revise its policy on Germany. In May 1947, Dean Acheson, then 
Under Secretary of State, asserted the necessity of reconstructing 
Germany as the great workshop of Europe. 

The first step under the new policy was the merger of the 
British and American zones for economic purposes, and joint 
measures for raising the level of German production to meet 
European needs. 

Objections of the French were softened though not overcome 
by an agreement to supply enough coking coal from the increased 
German production to permit France to keep ahead of Germany 
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in steel production. The Soviet Union protested that the Potsdam 
agreement was being ignored, and demanded the international- 
ization of the Ruhr under four-power control. But in the fall of 
1947 an Anglo-American board tackled the problem of nearly 
doubling German coal production, and results were beginning to 
show by the end of the year. 

The succession of four-power conferences, however, failed to 
solve several crucial problems concerning Germany. Although the 
British and American zones were joined and called Bizonia, and 
the French were considering adding their zone, the line between 
the Soviet and western zones remained sharper than ever. The 
western policy of increasing German production in the interest 
of cutting occupation costs and promoting general European re- 
covery ran directly counter to the Soviet Union’s demands for 
reparations from current German production. Finally, prospective 
rehabilitation of so much warmaking potential in the Ruhr raised 
the crucial question of who would control Germany’s heavy indus- 
tries when the Allies withdrew. 


THE VICIOUS CIRCLE 


While Europe’s coal shortage hampered industrial recovery, the 
food shortage affected the whole society. Europeans have lived 
under rationing and near the subsistence level for many years, 
and crop failures in western Europe in 1947 raised the old specter 
of famine. Quite apart from the current emergency, European 
agriculture is in urgent need of fertilizer and farm machinery if 
it is to approach prewar levels of production. 

These basic shortages are serious enough when viewed sep- 
arately, but it has been their interaction that has blocked Euro- 
pean efforts to achieve economic rehabilitation. The coal shortage 
could not be overcome until the miners were adequately fed. But 
the farmer could not produce more food without farm machinery; 
the manufacturer could not produce tractors without steel; and 
the steel industry was marking time for lack of coal. 

This vicious circle had to be broken if Europe’s economy was 
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to be rebuilt. To accomplish this task it became apparent during 
1947 that American aid would be called for, and that subsidies 
to national economies would not do the trick. What was needed 
was a plan for integrating the economies of Europe on a broader 
base than the single nation. 

This is perhaps the most important economic problem facing 
the world today. Europe’s recovery is vital to world recovery 
which is itself a basic economic condition of peace. 
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CHAPTER FOUR 


The Marshall Plan 


On June 5, 1947, Secretary of State Marshall made his historic 
statement at Harvard that the United States would do whatever 
it could to assist the world to recover its “normal economic health, 
without which there can be no political stability and no assured 
peace.” He made it clear, however, that we were not interested 
in piecemeal measures, and that any assistance we gave “should 
provide a cure rather than a palliative.” 

This speech set in motion a train of events which eventually 
confronted the American nation with a searching test of its in- 
tentions in world affairs. 

Almost immediately the French and British governments re- 
sponded to the American overture. Though rebuffed by the 
Soviet Union, they extended invitations to every nation in Europe 
except Spain and Germany to gather and formulate a cooperative 
plan for European recovery with American help. Nine states in 
the Soviet sphere declined to participate; sixteen states compris- 
ing a great arc around Europe from Norway to Turkey accepted 
and sent representatives to Paris. 

These sixteen nations included less than half the population of 
Europe, but they have collectively played a major role in the 
world economy. With western Germany they include Europe’s 
great industrial areas, their foreign trade has amounted to nearly 
one-half of the world’s total, and their shipping to two-thirds. 


THE CEEC REPORT 


Constituted as a Committee of European Economic Cooperation, 
the representatives worked out a program of economic recovery 
on the basis of United States assistance, and late in September 
transmitted their report to the State Department. 
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The report first outlined measures of self-help within and be- 
tween the sixteen nations designed to expand European produc- 
tion and sharply diminish Europe’s dependence on imports by 
the end of 1951. These measures promised a degree of economic 
cooperation between the sixteen nations that has seldom been 
equaled even in wartime. 

The report then presented estimates of the imports of food, raw 
materials, and manufactures that would be required if the pro- 
duction goals were to be met. Finally came a discussion of ways 
and means of financing the essential imports—by increased ex- 
ports, by loans from the International Bank, and by American aid. 
The Paris nations concluded that the plan would require 19.3 
billion dollars from the United States in diminishing annual in- 
stallments during the four years 1948-51. 

In the meantime independent studies of Europe’s requirements 
were being made by congressional and presidential committees. 
In November President Truman reconvened Congress to consider 
interim aid to Austria, France, and Italy, and measures to halt 
inflation at home. On December 19 the President presented the 
Marshall plan to Congress for consideration in January—with 
April 1 as a deadline for legislation. 


COULD WE? 


Throughout the fall and winter of 1947 discussion of aid to 
Europe swelled to a great national debate on the role of the 
United States in world affairs. Into the debate went a flood of 
statistics, reports, recommendations, personal prejudices, and 
party politics; out of it came considerable agreement that the 
United States should help Europe in its need; much less agree- 
ment on the amount and terms of that help. 

Whether we could carry through a substantial program of as- 
sistance if we considered it necessary or desirable, was never 
seriously questioned. Our wartime and postwar production rec- 
ords gave us new confidence in our industrial and agricultural 
capacities. Europe’s requirements from us were few and light 
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compared with the exorbitant demands of war or our own re- 
quirements in peace. Nor was financing the Marshall plan con- 
sidered a serious problem in view of the record levels of our na- 
tional income. The cost, said President Truman, would amount 
to about 3 per cent of national income (at the 1947 level) during 
the life of the program. 

However our own booming prosperity had given rise to prob- 
lems which would unquestionably be aggravated if we went to 
Europe’s assistance. Certain of our shortages would be intensified, 
and additional demands on American production would en- 
courage the price rise that set in after the removal of govern- 
mental controls in the summer of 1946. 

Full production had in fact revealed bottlenecks in our own 
economy, and had made unprecedented demands on such basic 


materials as coal, steel, and food. 


SHORTAGES AT HOME 


Substantial aid to Europe would undoubtedly accentuate the 
shortage in steel, but less than was commonly believed. Actually 
steel exports were very high before there was a Marshall plan. 
Exports reached over 6 million tons during 1947 compared with 
less than 4 million tons in 1937. However the developing dollar 
shortage abroad promised a sharp drop in all exports. A sub- 
stantial part of our exports under the Marshall plan, including 
steel, would therefore not increase the total demands on our 
economy, but would merely hold the export figure at the 1947 
level. 

Nevertheless greater steel production was needed if our own 
and urgent foreign demands were to be met. Although the in- 
dustry planned a somewhat higher output in 1948, continuing 
shortage in this vital material pointed to the need of govern- 
mental allocation if first needs, both at home and abroad, were 
to be met first. 

At the opening of the special session of Congress in November, 
President Truman asked for authority to allocate scarce com- 
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modities basically affecting the cost of living or industrial pro- 
duction, and emphasized the need of control over grain and steel. 
The special session voted him only the authority to enter into 
voluntary agreements with American industries for the allocation 
of scarce commodities. 

As with steel, Europe's critical need for food came at a time 
when, as a result of full employment, Americans were consuming 
more than at any time in their history. This fact, together with a 
short corn crop, meant that we had not a suflicient surplus of 
grain, even with our bumper wheat harvest, to meet Europe’s 
minimum needs unless the United States curtailed domestic con- 
sumption. The minimum problem was to reduce the estimated 
American consumption of wheat by 100 million bushels. 

Early in October President Truman launched a high-pressure 
campaign for voluntary restrictions on the use of wheat in the 
home, on the farm, and in industry. Americans were urged to eat 
no meat on Tuesdays, no eggs or poultry on Thursdays, and less 
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bread every day. Farmers were urged to feed less wheat to their 
livestock and to shorten the fattening period. Distillers were re- 
quested to close down for sixty days, and did. 


THE SPECTER OF INFLATION 


Even before the progressive breakdown of the voluntary food 
saving program, doubts of this approach and the steady upward 
trend in the cost of living moved some people, including Senator 
Flanders of Vermont, Mayor O'Dwyer of New York, and Chester 

Bowles, wartime head of OPA, to argue for stronger measures. 

On November 17, at the opening of the special session of Con- 
gress, President Truman outlined a ten-point program to check 
the upward spiral of prices and insure effective use of our re- 
sources at home and abroad. He included allocation, price control 
and consumer rationing of scarce commodities, and wage ceilings 
to protect price ceilings. None of these powers was included in 
the anti-inflation bill that passed Congress. The President branded 
the measure as “pitifully inadequate,” but signed it for the few 
powers it contained—chiefly an extension of export controls to 
February 1949. 

At the end of the special session it thus appeared that we and 
the Europeans would be competing for a limited supply 0i steel, 
food, and other essentials; that the competition was likely to raise 
prices further; and that there were no means except export control 
to guarantee that vital needs would be given priority. Scarce 
goods would go to the highest domestic bidder, regardless of what 
he wanted to do with them. 

If the special session raised doubts that Congress was willing 
to pay the domestic price of an active world role, the President's 
request for emergency funds for Austria, France, and Italy was 
acceded to with only slight delay and a modest whittling down of 
the funds requested. That is, the principle of aid to Europe was 
approved, although the debate brought out all the doubts and 
hesitations that were bound to loom larger when the Marshall 


plan itself reached the stage of legislation. 
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BUT SHOULD WE? 


These doubts were directed less at whether we could, than at 
whether we should, aid Europe, and whether anything would 
come of it. We had already given generously; why wasn’t Europe 
already on its feet? Weren't we being asked to subsidize socialism 
under the pretext of combating communism? Wasn't the whole 
thing Operation Rathole? 

The United States had already provided some 15 billion dollars 
in grants and loans for relief and the restoration of foreign econ- 
omies since the war, but our aid had served as a palliative rather 
than a cure. Why Europe wasn't on its feet in spite of UNRRA 
and American loans has been partially answered in preceding 
chapters. Our relief contributions through UNRRA did keep men 
alive, but failed to provide them with a means of earning a living. 
Our loans to Britain and France contributed to a revival of their 
industries but failed to restore the world markets on which their 
economic survival must depend. 

More important, the economic effects of World War II could 
not be wiped out quickly or cheaply. After the lesser destruction 
of World War I, European states were only regaining their pre- 
war health by 1925, seven years after the armistice. Quite possibly 
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our piecemeal lending to them failed to provide a cure for lack 
of a concrete plan of general reconstruction and economic co- 
operation. Recovery might have been much faster after both 
wars if the victorious Allies had agreed on the means and formu- 


lated such a plan. 


AID TO SOCIALISM? 


The doubts about making loans or grants to Socialist countries 
diminished as the debate proceeded. It is true of course that the 
16 nations on the Marshall agenda are Socialist in varying de- 
grees, and that the nationalization of more industries is scheduled 
in Great Britain and elsewhere. 

But as the debate progressed it became clearer that the issue 
of socialism was relatively unimportant. The trend toward social- 
ism in Europe has been visible for some decades, and we could 
find few allies in the struggle for recovery who would pass muster 
as even 90 per cent capitalist. But on economic grounds, the 
recovery of a Socialist state might be as important to world pros- 
perity and peace as any other kind of a state. And on political 
grounds, the western European nations were as strongly opposed 
to totalitarianism as the United States. 

Whether the Marshall plan would work, or whether if it didn't, 
we would be appealed to again, could not be predicted with any 
assurance. It was possible, indeed, that our contribution to it would 
be inadequate. The 16 nations that met at Paris first estimated 
their trade deficits under the plan at much more than the 19.3 
billion dollars they finally requested. The larger sum they re- 
luctantly pared down under pressure from the State Department, 
which feared unfavorable congressional reaction to the original 
estimates. The figure submitted to Congress by President Tru- 
man was even less than the European request: 17 billion dollars, 
covering the period from April 1, 1948, to June 30, 1952. 


OBSTACLES AT HOME AND ABROAD 


The adequacy of our aid will depend not only on the sum granted, 
but on the price level in the United States. If prices continue 
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upward the physical quantities of food, raw materials, and ma- 
chinery that Europe can buy with a given loan or grant will 
diminish accordingly. The English estimate that because of the 
sharp rise in our prices after the middle of 1946 our loan to them 
of 3.75 billion dollars bought a billion dollars less in goods than 
they had counted on. 

Even with adequate American support the Marshall plan was 
certain to run into difficulties in Europe. Economic cooperation 
between the 16 nations, though foreshadowed in their report, 
would require the curbing of economic nationalism. Conditions 
attached to our aid might easily offend the prevailing myth of 
national sovereignty. Finally the plan taced the active opposition 
of the Soviet Union, its satellites, and strong Communist parties 
in France and Italy. 

Although economic nationalism remains strong in Europe, the 
16 nations at Paris pledged themselves to numerous measures of 
self-help extending across and ignoring national boundaries. 
These measures included the progressive lowering of trade bar- 
riers, freer movement of labor and capital, and giant power proj- 
ects serving regions rather than states. The logical outcome of 
these measures was recognized to be customs unions between 
two or more nations, and the gradual economic unification of 
Europe. The customs union already established between Belgium, 
the Netherlands, and Luxembourg, known as “Benelux,” was the 
object of study, and during the conference France offered to 
enter into a customs union with any other European state if their 
economic fusion made sense. 

Whatever the outcome of this promising beginning, there was 
no doubt about the active opposition of European communism to 
the Marshall plan. Soviet spokesmen branded it a desperate 
measure to prevent business collapse in the United States, and 
a transparent means of bringing Europe into subjection to the 
American government. On October 25 A. A. Zhdanov, a member of 
the Soviet Politburo and secretary of the Communist Party Cen- 
tral Committee, declared that the Soviet Union would take the 
lead in wrecking the Marshall plan. He called on Communists 
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the world over to fight against attempts of the United States to 
achieve “world domination.” 

The Soviet Union’s propagandist attacks, and Communist 
threats against the French and Italian governments, tended to in- 
crease American support of the Marshall plan as a means of 
checking Communist gains in western Europe. The Truman Doc- 
trine as applied in Greece and Turkey was frankly designed to 
check Soviet or Communist expansion, but the speech that 
launched the Marshall plan had been essentially nonpolitical. 
Secretary of State Marshall had declared at Harvard that our 
policy was not directed “against any country or doctrine but 
against hunger, poverty, desperation and chaos.” But in October 
he asserted that the basic issue was 


Whether or not men are to be left to organize their social, 
political and economic existence in accordance with their 
desires; or whether they are to have their lives arranged and 
dictated for them by small groups of men who have arro- 
gated this arbitrary power. 


If the Marshall plan thus appeared to affirm and perhaps ac- 
centuate the division of Europe into two hostile camps, and to 
become part of a world struggle for power, it seemed unlikely 
that the Soviet Union could afford to erect an economic iron cur- 
tain across Europe even to wreck western recovery with Ameri- 
can aid. 

The Soviet Union has indeed entered into closer trade relations 
with the states within its sphere, as if to compensate them for re- 
fusing to benefit from the Marshall plan; and so, in a sense there 
could be said to be a Molotov plan in the East competing with 
the Marshall plan in the West. 

But neither the Soviet Union nor the eight states that followed 
its lead can afford to cut themselves off economically from the 
_ industrial west, any more than western Europe can get along 

without agricultural imports from the eastern bloc. The Paris con- 
ference in fact assumed a fairly normal exchange of goods be- 


tween eastern and western Europe. 
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This assumption rested on past experience that economics fre- 
quently overrides ideological considerations, and seemed con- 
firmed by current trade figures. Our own trade with the Soviet 
Union during 1947 was rather better than in 1936, and though 
our export of oil occasioned some outcry, Russian manganese was 
regularly added to our strategic stockpile. Late in the year the 
Anglo-Russian trade agreement provided for a substantial ex- 
change of grain and other Soviet products for British manu- 
factures. 

It seemed quite possible, therefore, that despite the propagan- 
dist clamor, trade between the two camps would continue and 
even expand, thus making its own contribution to general Euro- 
pean recovery. One could almost predict some unavowed cooper- 
ation between the Marshall and Molotov plans. 
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CHAPTER FIVE 


Dollar, Dollar... 


In addition to the present crisis in world affairs, the United States 
has on its hands a basic unsolved problem in its economic rela- 
tions with other nations. Known to the public as “the world 
dollar shortage,” the problem is worth our attention, for it has 
hounded us for some time, and its solution would greatly facili- 
tate the establishment of a functioning world economy. 

The problem arises from our eagerness to sell abroad, and our 
reluctance to buy abroad. Our factories and farms fairly steadily 
produce more than we can use at home, and so we go out looking 
for foreign buyers. But we don't buy abroad nearly as much as 
we sell, and the question is: How do we get paid for the balance? 

Money seems to be the obvious answer, but we are talking 
about trade between two states, not about trade between two 
people in the same country. Each country has its own currency— 
which is looked upon with some curiosity if it happens to get 
into circulation in another country. Foreign money does not pass 
as legal tender, and an American would have some difticulty in 
buying a meal or a haircut or even an English horn with a 
pocketful of pounds and shillings (unless, of course, he happened 
to be in England). 

This difficulty doesn’t appear very serious to Americans, be- 
cause we know that we can exchange our dollars for pesos in 
Mexico or liras in Italy. In fact every foreigner seems delighted to 
get his hands on a dollar bill. But Mexicans or Italians do not find 
that Americans, aside from tourists, are as eager to get their hands 


on liras or pesos. 


THE DOLLAR SHORTAGE 


The reason for this is not that foreigners are grasping and we are 
not, but that foreigners are more eager to buy things in the United 
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States than we are to buy things in their countries. And since 
they have to get dollars to buy things in the United States, there 
is always a strong demand for dollars abroad. That is the reason 
we keep hearing about a dollar shortage, and that is the reason 
that foreign governments have exchange controls; so that what 
dollars they get will be spent for essential and not inessential im- 
ports from the United States. 

During 1947 one country after another came close to cutting 
off trade relations with the United States because of the chronic 
dollar problem. In May our sales in Latin America had reached 
record heights, but in June most Latin American governments 
found it necessary to stop the importation of radios, refrigerators, 
and automobiles. By the end of the summer it was clear that 
neither Italy nor France could get through the year without new 
dollar credits from the United States. In October, Sweden banned 
the purchase of American automobiles, films, nylons, and plastics. 
For lack of dollars the number of foreign students in the United 
States fell off sharply from the 1946 total. For lack of dollars 
foreign nations sent us almost the last of their gold to pay for 
goods, amounting to about 2 billion dollars during the year. 

The dollar shortage is not a new thing in the world, although 
it is made more acute by the present emergency. A glance at our 
“balance of international payments” between the two world wars 
shows that every year our exports exceeded our imports. One year 
the difference was as low as 33 million dollars, but in another 
year it was more than 4 billion dollars. Roughly the average for 
the 21-year period was 1 billion dollars. That is, our balance of 
trade forced the foreign world to find, on the average, about a 
billion dollars a year in some other way than selling us goods. 


BALANCING THE BOOKS 

How they did this is indicated in our balance of international pay- 
ments, where our receipts and expenditures are listed as in an 
account book. Exports, for instance, are in the credit column, im- 
ports in the debit column; and our world account is usually 
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brought into rough balance (as whose isn’t?) by a fairly sizable 
credit or debit called “unexplained items.” 

Between 1919 and 1939 the foreign world obtained an average 
of about 200 million dollars a year from Americans traveling 
abroad; that is, American tourists, students, and businessmen 
spent this much more in foreign countries than foreigners spent 
traveling in the United States. Foreign countries received an 
average of 250 million dollars through “personal remittances,” an 
item that includes money sent by immigrants in this country to 
relatives in Europe. This item declined fairly steadily over the 21 
years and is not likely to pick up in the future unless a change 
occurs in our immigration policies. Foreign shipping, ranging 
from tramp steamers to luxury liners, accounted for net dollar 
earnings of about 100 million dollars annually. 

The remainder of the billion dollar trade deficit foreign nations 
met largely by borrowing from us during the 1920's and selling 
us gold in the 1930's. Neither of these expedients can be looked 
upon as permanently satisfactory methods of settling trade bal- 
ances, and toward the end of the period the foreign world found 
it necessary to buy fewer exports from us than we wanted to 
sell them. 


THE RELUCTANT BANKER 


The major problem we did not face up to between the First 
World War and the depression was whether we could be the 
world’s banker and continue to export more than we imported. 
Before World War I we had been a debtor nation, and our excess 
exports helped pay the interest and principal on our debt to other 
nations. But during World War I we became a creditor nation, 
lending and investing abroad as Great Britain had done in the 
nineteenth century. 

For a time in the 1920's it appeared that we could be both the 
world’s banker and leading exporter, for our loans were profitable 
enough and our exports passed the 5 billion dollar mark. But we 
were soon brought down to earth by the depression when pay- 
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ment on loans fell sharply, and exports dropped more than two- 
thirds. 

But even without the depression, our foreign lending must 
have come to a bad end as long as our exports continued around 
a billion dollars a year more than our imports. For our foreign 
lending, though it makes dollars freely available at first, in the 
end increases the dollar shortage because payment of interest and 
eventual repayment of the loan itself must also be in dollars. 

One consequence of our experience between the two wars is 
that there is not much talk today about private lending to foreign 
countries. Since World War II, loans have been made from the 
United States Treasury; and the government's Export-Import 
Bank has made loans and extended credit abroad. But the New 
York banks which did most of our foreign lending in the 1920's 
have risked only a few small loans in recent years. If the world’s 
political uncertainty is a factor in the caution of private lenders, 
the American balance of international payments points steadily 
to the difficulty of collecting interest and principal from foreign 
borrowers. 

Another consequence of our fling at being the world’s banker 
was that doubts were raised abroad that the United States was to 
be counted on as a stable element in the world economy. We 
loaned money lavishly until domestic investment and speculation 
in Wall Street appeared more profitable—and thereafter loaned 
almost nothing. But we kept trying to collect the loans even as we 
raised our tariff walls against the foreign goods that would have 
repaid the loans. Even more important, our economy has tradi- 
tionally alternated between spurts of activity and semi-paralysis. 


GIFTS AND GRANTS 


If the United States is to play a role in the world economy pro- 
portionate to its present productive capacities, depression at home 
must be avoided and the dollar shortage abroad dealt with. 
Two means have been suggested to cure or alleviate the 
chronic imbalance in our international accounts. Most economists 
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believe that the soundest means of easing the world’s dollar 
famine would be to increase our imports, and this solution will 
be considered in the following chapter. 

The other possibility is that we engage in a steady export of 
capital in loans, investments, and grants, without the expectation 
of more repayment than our balance of international payments 
makes possible. This should not mean a return to the somewhat 
irresponsible foreign lending of the 1920's, but a carefully planned 
program of financial assistance to foreign nations whose economic 
development would contribute to a stable world society. 

This is indeed precisely what the International Bank for Re- 
construction and Development was set up to do, and this agency 
would be the logical channel for an American export of capital 
designed to end the world dollar shortage. At present the Bank 
has to depend on the sale of bond issues, chiefly in the American 
market. Its loans therefore make dollars available to foreign bor- 
rowers at the moment, but interest on the loans and their eventual 
repayment will be a future claim against the dellars we are then 
making available. 

An American businessman recently proposed that we abandon 
the banker’s approach, and dish out ten billion dollars a year for 
five years with no thought of repayment. His argument was, first, 
that we ourselves would prosper, for our exports would continue 
at the recent record levels; and second, that aid of this magnitude 
would put the world on its feet economically, and thus reduce 
the likelihood of another and perhaps final war. 

In arguing for this proposal, its author pointed out that the sum 
of 10 billion dollars was scarcely more than 5 per cent of our 
national income. Any business, he said, would willingly pay out 
this proportion of its income for corresponding advantages. The 
10 billion seems a bit staggering, but it is about a billion less than 
we will spend on national defense in the current fiscal year. 

This proposal, somewhat lacking in specific detail, would not 
get past a congressional committee. But the same idea, geared to 
a concrete situation and need, as is the Marshall plan, lies well 


within the realm of the politically possible. Latin America has al- 
ready indicated its interest in financial aid from this country. 

In any case the dollar shortage would be eased by a steady 
export of capital, some of which would be profitable in a business 
sense, and some of which would have to be written off as an ex- 
penditure on peace. But to pay, in either profits or peace, the pro- 
gram of loans or grants would have to be accompanied by a 
higher volume of imports than we have hitherto shown a willing- 
ness to permit. 
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CHAPTER SIX 


The Answer is Imports 


During the war years our capacity to produce rose to unprece- 
dented levels. Since the end of the war this capacity has been 
fully employed in meeting abnormal and emergency demands at 
home and abroad. This accounts for the astonishing fact that the 
output of our economy in 1946 was nearly twice that of 1929, that 
there were jobs for almost 60 million Americans, that farmers and 
manufacturers prospered, and that our exports in 1947 surpassed 
those at the height of Lend-Lease. 

Can the American economy be kept operating at this high 
level? A full answer to this question would require a careful 
analysis of the prospects, including some attention to our econ- 
omy’s historic tendency to alternate between booms and collapse. 
Any answer, however, would note that we have always depended 
on exports, and that our prosperity in the future will depend in 
part on the state of our export trade. Our high national income 
since the war, in fact, has been due partly to unprecedented sales 
abroad, and our enlarged productivity will require a larger ex- 
port market than we ever enjoyed in the past. 

As the last chapter made clear, however, the volume of our 
exports is limited by the ability of foreigners to get dollars, and 
this is limited, in the main, by the volume of our imports. Can 
our imports be increased sufficiently to bring us into balance with 
the world economy? This appears to be the crucial question from 
the point of view of our own interest in the world community. 


FULL PRODUCTION 


The first requirement for a large volume of imports is a high level 
of industrial production at home. Before the war about 70 per 
cent of our imports were raw and semi-processed materials—such 
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as rubber, wood pulp, various ores and chemicals, oils, and tin— 
required by American industry. Since these materials are on the 
free list, their importation is determined not by tariffs but by the 
demands of American producers. During the depression, as our 
factories closed down, our imports rapidly fell to about one-third 
of the 1929 level. As we pulled out of the depression, our im- 
ports rose with the index of industrial production. If our economy 
continues functioning at the 1947 level, we can be assured of a 
high volume of the imports required in industrial processes. 
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Furthermore American prosperity encourages the importation 
of luxury goods, regardless of the customs barrier. It increases 
American expenditures abroad too, as more tourists go out to see 
the world (and bring more of it back with them). 

Maintaining full production in ‘the United States is therefore 
the first requirement for a high level of imports, as it is the first 
requirement if we are to play an active and steady role in world 


affairs. 


LOWERED BARRIERS 

The second requirement for increased imports is of course a lower- 
ing of our tariff walls. Since the Civil War our tariff policy has 
been generally hostile to imports. One after another American in- 
dustries demanded protection from foreign competition, and Con- 
gress, serving what a myriad of local interests said was the na- 
tional interest, raised a tariff wall around the country. Behind 
this wall small inefficient industries were able to survive, and the 
power of monopolies to set their own prices went unchallenged. 
In either case the consumer paid the bill. 

The upward trend in our tariffs was interrupted briefly by the 
Underwood Tariff Act of 1913, but the trend was resumed atter 
the war in the tariff acts of 1920 and 1921. Early in the depression 
the Smoot-Hawley Act of 1930 raised our customs duties to the 
highest level in history. Coupled with the depression, it brought 
the United States close to a state of economic isolation. Our im- 
ports and exports fell together, we stopped foreign lending, and 
our loans of the 1920's had to be written down or written off. 

Our economic foreign policy was paying no dividends to any- 
one, and its modification was clearly called for. In 1934 the Roose- 
velt administration persuaded Congress to permit a reversal in 
the upward trend of tariffs by passing the Trade Agreements Acct. 
This act authorized the President to reduce our customs duties 
by as much as 50 per cent, as a means of obtaining trade con- 
cessions from other countries. This authority, limited to three 


years, has been periodically renewed. 
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RECIPROCAL CONCESSIONS 
Under this act, the State Department negotiated reciprocal trade 
agreements with twenty-nine countries, and in return for tariff 
reductions abroad reduced the American tariff on a wide variety 
of commodities. On the basis of our imports in 1939, the tariff re- 
ductions agreed to up to January 1, 1945, amounted to the full 
50 per cent reduction on 42 per cent of our dutiable imports, a 
smaller reduction on another 20 per cent, and no reduction below 
the Smoot-Hawley Act on the remaining 88 per cent of our 
dutiable imports. 

Thus under the Trade Agreements Act a new foreign trade 
policy was inaugurated, with its chief author Secretary of State 
Cordell Hull. The new policy was widely hailed as a measure of 
enlightened self-interest that would benefit both the United States 
and the world by increasing the volume of international trade. 
This in turn would hasten recovery from the world-wide depres- 
sion, and prosperity would become a political force on the side 
of peace. 

Unfortunately the period between 1934 and the beginning of 
World War II was not propitious for testing the Trade Agree- 
ments Act. In those years the most dynamic force in international 
economics (as well as in politics) was the maneuvering of totali- 
tarian powers bent on war. Japan, Italy, and Germany were not 
interested in removing the obstacles to world trade, but in 
channeling trade to themselves in order to increase their capacity 
for war. 


SUCCESS OR FAILURE? 
Whether the Trade Agreements we negotiated actually increased 
world trade in general before the war is difficult to determine. 
There is evidence, however, that they increased our own trade, 
for our exports and imports picked up considerably more with 
the countries that had come in on the Trade Agreements program 
than with the rest of the world. 

However our total foreign trade at the end of the 1930's was 
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still only 60 per cent of the 1928-29 total, and our tariff concessions 
had by no means solved the problem of an unbalanced trade ac- 
count. While our exports to the Agreement countries increased 63 
per cent between 1934 and 1939, our imports from them increased 
only 27 per cent. In other words the net effect of the Trade 
Agreements on our trade balance was to increase the gap be- 
tween exports and imports. To that extent the program sharpened 
the dollar shortage precisely in those countries which were will- 
ing to join us in attempting to free world trade of unreasonable 
trade restrictions. 

There were various reasons for the failure of the Trade Agree- 
ments program to increase imports substantially, but one was 
undoubtedly the caution with which Secretary of State Hull pro- 
ceeded to lower tariffs. With an acute sense of the danger that 
Congress would refuse to extend the program at the end of each 
three-year period, Hull drove sharp bargains which were certain 
to increase our exports more than our imports. 

Some deference indeed may have been shown powertul Ameri- 
can interests when tariff-bargaining took place, for fear of their 
alignment against the program. The Aluminum Company of 
America, for example, continued to enjoy the Smoot-Hawley pro- 
tection of 4 cents a pound on imported aluminum until 1939 when 
the duty was cautiously reduced to 3 cents. Very slight reductions 
of duty were made on steel imports in various forms. Tobacco 
growers were protected by the full Smoot-Hawley tariff on 
cigaret leaf tobacco until 1939, when the duty was reduced from. 
35 to 30 cents a pound. In some cases, where customs duties were 
cut in half, quotas were set up limiting the imports that could 
come in at the lower rate. 


A NEW APPROACH 


Nevertheless the policy of caution was highly rewarding trom a 
political standpoint, for Congress re-enacted the Trade Agree- 
ments Act in 1937, 1940, 1943 (for two years), and in 1945. More- 
over in 1945 the President was authorized to reduce American 
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tariffs by as much as 50 per cent even though they had already 
been reduced by that amount in earlier Trade Agreements. With 
this authority, extending into June 1948, the administration could 
lower a customs duty to 25 per cent of the Smoot-Hawley figure 
if it had already been reduced one-half prior to January 1, 1945. 

Instead of taking immediate advantage of this new delegation 
of power by bargaining with single countries, the administration 
decided upon a procedure unique in the annals of international 
trade. Invitations were sent out to eighteen foreign governments 
to engage in simultaneous trade negotiations with each other and 
with the United States for the purpose of reducing trade barriers 
and eliminating trade discriminations. In November 1946, public 
announcement was made of the plan, a list of United States im- 
port items on which tariff reductions would be considered in the 
joint negotiations was published, and public hearings were 
scheduled for January 1947. 

These hearings in Washington gave every American producer 
an opportunity to present his case against tariff reductions, and 
every congressman a chance to prove his loyalty to the interests of 
his constituents. Through the first session of the 80th Congress 
the Congressional Record abounds in speeches and documents 
aimed less at the Trade Agreements Act in general than at any 
change in the customs duties levied on particular articles or 
commodities. 


MIXED CHORUS 


Into the hearings or onto the floor of Congress, or both, came 
(among others) a memorial from the Arizona Legislature defend- 
ing the present duty on copper, a brief from the Association of 
Southern Commissioners of Agriculture opposing new trade 
agreements, an appeal from the paper and pulp industry of 
Pennsylvania, statements by a delegation of Texas wool-growers, 
a demand for the protection of the shrimp industry of Louisiana 
against the shrimpers of Mexico, and a great quantity of testi- 
mony from various trade associations. 
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For example, tariff reductions on sugar were opposed in unison 
by the American Sugar Cane League, the Farmers and Manufac- 
turers Beet Sugar Association, the Hawaiian Sugar Planters As- 
sociation, and the United States Beet Sugar Association. Tariff 
reductions on their own products were opposed by such organiza- 
tions as the Fatty Acid Producers Association, the Collapsible 
Tube Manufacturers Association, the Candle Manufacturers As- 
sociation, the National Association of Leather Glove Manufac- 
turers, the National Authority for the Ladies’ Handbag Industry, 
the Rubber Manufacturers Association, the National Board of 
Fur Farm Organizations, the Bicycle Institute of America, the 
United States Tree Nut Industry, and the Citrus Fruit Industries. 

This partial list suggests that any American industry, whatever 
its significance in the American economy, can make a stir in the 
nation’s capital, with stout champions in Congress, whenever its 
tariff protection is at stake. 

Although it is difficult to measure the importance of these 
testimonials and demonstrations, the administration recognized 
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the possibility that the Republican Congress might vote to ter- 
minate the Trade Acts program before the multiple negotiations 
could begin. The Republicans in fact had opposed the extension 
of powers embodied in the 1945 act by one vote in the Senate 
and an overwhelming vote in the House. — 


BUT DON’T GO NEAR THE WATER 


With this in mind President Truman sought to reassure the op- 
position following a conference with Republican leaders. On 
February 25, 1947, came an executive order requiring that any 
trade agreement negotiated in the future should include a pro- 
vision generally referred to as an “escape clause.” This clause pro- 
vided that the United States might cancel any concession whose 
effects were. such “as to cause, or threaten, serious injury to 
domestic producers.” Whether or not such injury was being 
caused or threatened by increased imports would be determined 
by the Tariff Commission after public hearings. 

The escape clause, already inserted in certain earlier Trade 
Agreements, now became standard practice. The American pro- 
ducer was assured that tariff reductions were not intended to 
confront him with any serious competition, and the Congress 
adjourned with no frontal assault on the Trade Agreements pro- 
gram. 

If the escape clause undermined opposition at home, it raised 
doubts abroad. As a foreign observer remarked, it was like the 
possessor of a spare umbrella offering it to his less fortunate 
neighbor on condition that it be returned at the first sign of rain. 
The Trade Acts program was designed to increase international 
trade, but if both parties to an agreement began cancelling con- 
cessions the moment trade was increased, the whole procedure 
would become farcical. 

How much the President would resort to the escape clause in 
withdrawing trade concessions embodied in new agreements 
would depend of course on congressional and public pressures, as 
well as on the intensity of the administration’s own convic- 
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tions. The consumer, who would benefit from imports of what are 
unpleasantly called “cheap foreign goods,” is unorganized, and 
his voice, if it carries as far as Congress, is generally drowned out 
by the amplified voice of the incorporated producer. Even a 
public opinion that is favorable to the Trade Agreements program 
might thus fail to halt its piecemeal demolition by congressional 
hammer and chisel. 


THE BARGAINING BEGINS 


With domestic preliminaries disposed of, the United States in 
April 1947 began simultaneous negotiations with some twenty 
other countries in the Palace of Nations at Geneva. In the longest 
economic conference on record, marked by periods of discourage- 
ment and stalemate, trade experts engaged in multilateral bar- 
gaining, involving the reduction of tariffs and elimination of other 
trade restrictions on thousands of articles and commodities. 

While the tariff bargaining went on, other officials at the con- 
ference completed the draft of a world trade charter. This set 
forth the principles which should govern trade relations between 
the nations, and provided for the creation of an International 
Trade Organization, as part of the United Nations economic 
structure. The charter went from Geneva to Havana in Decem- 
ber, where a conference of some sixty nations undertook its dis- 
cussion and amendment with a view to final adoption. 

From the tariff bargaining came trade accords with 23 signa- 
tories by the time the conference ended late in October. These 
accords embodied tariff reductions on approximately one-half of 
total world imports, and represented an unprecedented attempt 
to reverse the long-term trend toward trade restriction and 
economic nationalism. 

In return for reduced tariff preferences between British Com- 
monwealth countries, and trade concessions elsewhere, the United 
States agreed to tariff reductions over a wide field of commodities, 
comprising in 1939 about 55 per cent of our total dutiable im- 
ports. The amount of reductions varied, but the cut ranged be- 


tween 85 per cent and the statutory limit of 50 per cent on nearly 
a third of the dutiable goods imported in 1939. 


WILL IT LAST? 


Announcement of these general reductions caused anxiety among 
affected industries, but pointed to new opportunities in the foreign 
trade field with a possible shift of emphasis from exports to im- 
ports. The shift seemed at least possible in view of the lowered 
customs barrier and the continuing shortage of dollars abroad. 
Business predictions for 1948 included—among other things—fore- 
casts of a drop in exports during 1947, even with the Marshall plan; 
and favorable prospects for an increase in imports. A New York 
financial writer reported that exporters had begun to compete 
with veteran importers for a share of the expanding import trade. 

The outlook for increased imports seemed fairly bright at the 
end of 1947, although the foreign world was by no means eco- 
nomically prepared to take full advantage of the relatively open 
American market. Even so the American market would be abruptly 
closed to foreign goods if our economy went into a tailspin as it 
did in 1929; and the policy of revived two-way trade would be un- 
dermined by constant resort to the escape clause or terminated by 
the refusal of Congress to extend the Trade Acts program beyond 
June 1948. 

If these considerations rule out premature satisfaction over our 
recent tariff reductions, we have still to note that our present 
advocacy of a revived world economy on the basis of more or 
less free trade is not universally acclaimed. 


FOREIGN RESERVATIONS 


Historically it is true that the dominant economic power is likely 
to champion free trade, and that the rest of the world tends to 
favor protection. Around the middle of the nineteenth century 
Great Britain took up free trade, and it could afford to. Its indus- 
trial techniques were far ahead of the rest of the world, and free 
trade, though it finished off English agriculture, made Britain the 
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greatest economic power in history. But when Britain tried to get 
other nations to follow suit and open their markets, the foreign 
world was not impressed. 

Our present economic pre-eminence enables us to open our 
market without much fear that any but our less efficient industries 
would feel the effects of foreign competition. But nations that are 
less advanced industrially will continue to protect their infant 
industries as we did after the Civil War. This came out strongly 
at the Havana conference when the International Trade charter 
was under discussion, and majority opinion recognized the 
validity of trade restrictions intended to permit local industrializa- 
tion. 

A second foreign reservation to our policy of restoring a freer 
world economy is that free trade may not prove compatible with 
planned national economies. Our assumption is that free trade 
will guarantee every nation that it will get what it needs in the 
world market; and that it will be able to sell enough in the world 
market to cover its purchases. 

In Europe it is widely believed that the risks in this assumption 
are too great; that is, that national planning cannot afford to de- 
pend on the law of supply and demand in a proverbially unde- 
pendable world market. From the doubt about free trade has 
come the tendency toward self-sufficiency in planned economies, 
supplemented by bilateral trade agreements which guarantee the 
balancing of specified exports against specified imports. This in- 
deed is the nature of the temporary Anglo-Russian trade agree- 
ment, recently concluded, which is to be extended in May. 

The Havana trade conference has attempted to reconcile these 
two opposing points of view about the world economy, but the 
problem of economic relations between planned and unplanned 
economies remains to be solved. In the meantime it is certain that 
the rest of the world will continue to depend on American sup- 
plies if our loans and imports make payment possible, and that a 
high level of two-way trade between the United States and other 
nations would constitute an economic condition favorable to peace. 
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CHAPTER SEVEN 


Manifest Destiny 


In the course of four centuries England built a far-flung empire 
by means of seapower, trade, and understatement. One by one it 
eliminated its maritime rivals: Spain in the sixteenth century, 
Holland in the seventeenth, and France in the eighteenth and 
early nineteenth. Between the fall of Napoleon and the First 
World War, Britain’s industrial and financial pre-eminence car- 
ried its influence far beyond the limits of the British Empire. The 
whole world turned to it for the amazing products of the Indus- 
trial Revolution, from cheap cotton textiles to neat black locomo- 
tives, all delivered on English ships, many of them paid for by 
English loans. 

Today the United States is the world’s dominant economic 
power, as England was in the last century, and we have the sea- 
power and airpower to police the high seas as British ships did 
then. The thought that we are now Britain’s heir, and that we 
should play the role, has already occurred to many Americans. 
Secretary of Defense Forrestal made this statement last August 
before the American Legion convention in New York: 


Europe and indeed the whole world was stabilized in the 
nineteenth century by the strength of the British fleet and 
by the economic and political leadership of England. In this 
century much of that leadership devolves upon us, and we 
are finding it a lonely role. 


This analogy rests on the valid assumption that a nation with 
power is likely to use it, one way or another; and the comparison 
in other respects may be fully confirmed by events. But at the 
moment it appears open to two doubts. One is that being heir 
to Britain suggests imperialism, which, on principle, we do not 
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like; and the other is that the United States could, if it chose, 
exert its power through international agencies that did not exist 
when Britain ruled the waves. The United Nations and its eco- 
nomic organs are after all fairly recent inventions. 


STREAMLINED IMPERIALISM 


As was suggested earlier, imperialism is a choice before us today. 
We still have the nucleus of a colonial empire in the islands we 
got from Spain, and if the Philippines are independent, our mili- 
tary and economic position there remains much what it was. 
World War II has given us bases the world around, and the wide 
gap between our economy and that of other nations gives us an 
entree almost anywhere. That is, we have the position and the re- 
sources to make ourselves the greatest imperial power in history. 

Our past experience and our abhorrence of other nations’ im- 
perialism may not prove a deterrent. For a modern streamlined 
imperialism can be called other names and it doesn’t show on the 
map. This imperialism brings weak nations, or nations in strategic 
places, or nations with valuable resources like oil, into some degree 
of subjection to a great power. But the dependent nations may 
retain their kings and trappings of sovereignty. The great power 
keeps the kings in limousines while it builds air bases and drills 
oil wells. 

This we have already found feasible in Saudi Arabia, and an in- 
teresting enterprise of similar nature has been started in Liberia. 
Late in 1947, Edward R. Stettinius, Jr., former Secretary of State, 
announced the formation of an American company whose aim 
was the development of Liberia’s “human and material” resources. 
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The company was interested in banking, an airways system, a 
cocoa program, public utilities, health and education. Affiliates of 
the company would handle lumber, construction, iron ore, dia- 
monds, gold, and agriculture. The Liberian Legislature had 
ratified both the company’s charter and the Liberian Foundation, 
a philanthropic organization which the company was endowing 
with 10 per cent of its stock. 

This type of imperialism contains an appeal for American busi- 
ness if good profits are in prospect, and for the American govern- 
ment if our world position would be strengthened by it. These 
two interests have already joined forces to exploit the oil of the 
Middle East, and although profits are not yet large, the United 
States has begun to acquire a political authority in an area that 
was long dominated by Great Britain. 

In October 1946, Under Secretary of State William L. Clayton 
denied that the government was interested in imperialism or in 
dollar diplomacy. But he suggested that the government would 
make an exception for American investments abroad that prom- 
ised us a supply of such strategic materials as bauxite, manganese, 
chromium, copper, petroleum, and fissionable materials. 


STRUGGLE FOR POWER 


The extension of our influence and authority has gained impetus 
and also direction from our world struggle with the Soviet Union. 
The United States and the Soviet Union emerged from the war 
with the status of super-powers, entrenched in new areas, con- 
scious of greatly increased actual or potential power, and distrust- 
ful of each other's intentions and methods. The United States and 
Russia, wrote Count Alexis de Tocqueville more than a century 
ago, each seemed “marked out by the will of Heaven to sway the 
destinies of half the globe.” 

In the contest between the two super-powers, the Soviet Union 
has been able to extend its influence far beyond the area of its 
more or less direct control through the instrument of international 
communism. Its aim, declared Prime Minister Attlee of Great 
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Britain early in 1948, was the establishment of a “new imperial- 
ism” which was “ideological, economic and strategic.” 

The United States has lacked an ideological instrument compa- 
rable to communism. But it has had the advantage of superior 
economic resources, and credits and loans have served to extend 
our influence and authority in contested-areas. The dollar, accord- 
ing to Moscow, is the symbol of American imperialism. 

On rare occasions the Soviet Union has itself employed economic 
weapons for political purposes. Shortly before the French mu- 
nicipal elections of October 1947, the Soviet Union announced that 
it was prepared to consider large shipments of wheat to France. 
The United States also exhibited concern for France’s welfare, 
and scraped the bottom of a number of barrels to make additional 
dollars available to the French government. The strongly anti- 
Communist de Gaullist candidates came out ahead in the election, 
and following the failure of the general strike in December, Mos- 
cow broke off trade negotiations. 

The United States has used economic weapons in the contest 
with the Soviet Union both negatively and positively. Financial 
aid has been withheld from the Soviet Union, although it was re- 
quested; while loans and credits were made available to Britain, 
France, and other western states, as well as to countries on the 
edges of Soviet influence, such as Greece, Turkey, and Iran. 


IS IT IMPERIALISM? 

It is clear that the United States has increased its influence in 
Europe since World War II, and that the Marshall plan will 
momentarily increase it further. But the possibility that Europe 
could be made part of an American empire, or a victim of 
American imperialism, seems remote. 

Imperialism involves both exploitation and the suppression of 
independent power, and neither of these elements has marked our 
policy in Europe. If certain nations of Europe now appear vul- 
nerable to foreign intrusion and control, the success of the Mar- 
shall plan would enable western Europe to withstand foreign 
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influence of any kind. In fact its success would tend to make 
western Europe an economic and political power comparable to 
our own or the Soviet Union’s. 

This is less true of Greece, Turkey, and Iran. And the possibili- 
ties of imperialism in China will continue indefinitely, to say — 
nothing of the less developed areas of Africa, the Pacific, and even 
Latin America. 

If our choice is imperialism, there is little question but that we 
could go far. Our resources and technology furnish us with the 
means of acquiring power over the lives of hundreds of millions 
of people throughout the world. We have not had much adminis- 
trative experience, but the example of other imperialist powers is 
before us, and we can learn. 


IS THERE AN ALTERNATIVE? 


On the other hand, if we decide against imperialism, we shall have 
to find a substitute for it that will steadily lessen the tremendous’ 
gap between western standards of living and those of most of the 
rest of the world. 

Imperialism has been self-interested, frequently ruthless, and 
often hypocritical. But under its regime many dependent peoples 
have become literate, healthier, and ambitious. There is no doubt 
that this happened to the Filipinos\under American rule. 

The question is whether backward peoples can be given the ad- 
vantages of modern science and technology without subjection 
to slave drivers, Marines, or even the American dollar. 

This is not a question that concerns only a few islands in the 
Pacific inhabited by “childlike” peoples with quaint ideas about 
property and coming of age. It concerns that substantial part of 
the human race that struggles to survive with the tools and skills 
of the Middle Ages. 

Nor is it exclusively a postwar problem. The World Food Sur- 
vey, issued by the United Nations Food and Agriculture Organ- 
ization in 1946, revealed that about one-half of the world’s popu- 
lation was seriously undernourished before World War II. 
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If this state of affairs is a challenge to new empire-building, it 
is also a challenge to the United Nations. For the alternative to 
imperialism in our times appears to be internationalism. If it is 
within our reach to become the great imperial power of history, 
it is also within our power to seek solutions through the untried 
machinery for international cooperation that has been designed 
and installed largely at our initiative. 
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CHAPTER EIGHT 


On the Frontier 


We began by suggesting that we had learned something from 
history and now recognized the importance of economics in in- 
ternational affairs. We then noted with satisfaction that during 
and after World War II, in contrast to the earlier World War, we 
had joined with other nations to create a fairly elaborate ma- 
chinery to deal with international economic problems. 

But if we take stock of the agencies that were created, most of 
them on our insistence, our satisfaction is dimmed by the con- 
clusion that the new economic agencies have not as yet played a 
very significant role in world affairs. 

The United Nations Relief and Rehabilitation Administration, 
though often under attack, did a creditable pioneering job; but 
its career was cut short while hundreds of millions of people were 
still in need of its services. The Food and Agriculture Organization 
(FAO) has made invaluable studies; but it nevertheless plays 
a very minor role in the recurring world food crises. The Inter- 
national Monetary Fund and the International Bank for Recon- 
struction and Development have begun operations, but neither 
contributed significantly to a solution of Europe’s developing 
financial crisis of 1947. 

Similar remarks might be made of the other new agencies. 

If we ask why this is so, the answer must consist of several 
parts. In the first place most of these economic organizations 
were designed to operate in a fairly normal world. The Interna- 
tional Trade Organization, for example, was expected to referee 
a game that could be played only in a stable and flourishing world 
economy. But, as the London Economist remarked, the trade con- 
ferences were discussing plans for a summer outing while the 
weather forecast predicted blizzards. 
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A second part of the answer is that international cooperation is 
a relatively new and unknown technique. 

A third point is that the Soviet Union has refused to participate 
in the Bank, the Fund, the trade conferences, the Trusteeship 
Council, the Food and Agriculture Organization, and the Civil 
Aviation Administration. This has meant that these agencies have 
lacked the support of a super-power which dominates the greatest 
land mass in the world, extending from Trieste to Port Arthur. 

Finally we come to the role of the United States. No nation has 
contributed more to the verbiage and structure of internationalism 
than ourselves, and in this tradition our government has eloquently 
professed its belief in the United Nations, joined all of its organs, 
and expressed its determination to make them succeed. 

Yet the record does not suggest that we have acted with full 
conviction on these professions. Virtually alone we financed 
UNRRA, but we let it die before its work was done. The Mone- 
tary Fund and International Bank, in which we occupy a dominant 
position, have scarcely begun operations, although their charters 
were drawn up at Bretton Woods in the summer of 1944, and re- 
ferred to as an “economic magna carta” at the organization meet- 
ing in March 1946. FAO had been a going concern for two years 
when Secretary of Agriculture Anderson proposed, in Novem- 
ber 1947, that the United States launch independent action to 
increase food production abroad. 

While these United Nations agencies have cast about for useful 
functions, we have gone ahead on our own whenever we saw our 
policy clearly. We pushed ahead with aid to Greece and Turkey 
independently of the United Nations with a belated explanation 
to the Security Council. In our offer of aid to Europe, we ignored 
the United Nations Economic Commission for Europe which had 
been established to “initiate and participate in measures for 
facilitating concerted action for the economic recovery of Europe.” 
In presenting the Marshall plan to Congress, President Truman 
made only vague reference to the utilization of UN facilities. 

These instances are by no means conclusive, and it is quite pos- 
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sible that resort to the United Nations in either case would have 
ended in failure. Quite apart from the open antagonism between 
the United States and the Soviet Union within the United 
Nations, international cooperation has not yet proved itself a swift 
means for getting action. Inter-departmental operations within 
our Own government, even in wartime, are frequently marked by 
delay, jockeying for place, and indecision. International operations 
are much more liable to the clash of basic interests, multi-lingual 
disputations, and frustration. 

Nevertheless it is fully possible that we could learn to put up 
with these things, and that American foreign economic policy 
could make greater use of the existing facilities of the United 
Nations. Whether the new economic agencies would work with 
our full weight behind them is a question; certainly they will 
never work if our support is limited to membership and lip- 
service. 


AN AMERICAN PROGRAM 


Our basic assumptions have been that the world cannot risk a 
war in the atomic age, and that the United States as the world’s 
dominant economic power has a major role to play in establishing 
the economic conditions of peace. 

If these assumptions are generally acceptable, it does not follow 
that there will be agreement on the specific policies or measures 
that would affect the prospects for peace. As a basis for discus- 
sion, however, it may be useful to conclude by presenting for 
examination several propositions based on the preceding pages. 


If we are to play an effective world role, we must keep our econ- 
omy functioning steadily and at full capacity. This means that 
the upward trend of prices, or inflation, should be checked. 
Further price rises endanger any foreign aid program, and 
threaten our own economy. A depression should be prevented 
at all costs. If we go into a slump, the usual sequel to inflation, 
our imports will fall, our foreign aid will cease, and world recovery 
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will be seriously delayed. The result will be new opportunities 
for totalitarianism. If our present high levels of production can 
be maintained, we can be assured of a high volume of imports 
toward a balanced trade account, and surplus capital for export 
where it will contribute most to world recovery. 


World reconstruction cannot be achieved without American aid. 
World production will not be adequate to meet human needs until 
damaged and isolated economies are reconstructed and brought 
into new economic relationships. We alone of the powers can 
contribute substantially to this task, since our economy came 
through the war intact, and capable of record production. Relief 
and piecemeal loans to single nations failed to do the job. The 
Marshall plan promises the economic integration of that part of 
Europe whose recovery will mean most to world recovery. 


The world dollar shortage should be understood and dealt with. 
From the time we became the world’s banker, we and the world 
have been plagued by the imbalance in our international accounts. 
One means of correcting this imbalance is an export of capital 
without expectation of its full repayment. Lend-Lease contributed 
to victory in World War II; the Marshall plan is a kind of Lend- 
Lease for peace. But the world is in need of American loans and 
investment for long-term economic development which would 
permit repayment if our trade account is balanced. 


We should maintain our present policy of lower tariffs in order to 
encourage imports. Increased imports are essential to sound 
trade relations with other nations. These are now in prospect if 
we avoid a depression, and if the political effects of more imports 
do not lead to the termination of the Trade Agreements program. 


A long-term problem is the narrowing of the gap between the in- 
dustrial and the pre-industrial world. As has been suggested, the 
United States has the resources and position to become the im- 
perial power of all time. But we may be able to discover a practical 
alternative to this role, which will give pre-industrial peoples the 
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advantages of modern science and technology without the dis- 
advantages of colonial status. At present the United States is like 
a modern skyscraper surrounded by slums, with a few moderate- 
sized buildings near by that appear damaged and dejected. The 
choice appears to be whether we should practice landlordism on 
the slums, as the owners of the dilapidated mansions have done, 
or work out a scheme of decent housing on a cooperative basis. 


Finally we might put more fuel into the new international ma- 
chinery we have set up to deal with economic problems. 
We are now engaged on the Marshall plan, which lies outside the 
general scheme of the United Nations. But there are other projects 
which we might undertake through the agencies we have helped 
create. For example, the United Nations FAO. has stated that 
the world food shortage will continue for many years; and that 
food production must be more than doubled in the next 25 years 
if the human race is to be decently fed. United Nations instru- 
ments have been established to deal with problems of this magni- 
tude; their success must depend to a great extent on the degree 
of support and cooperation of the United States. 


THE CHOICE IS OURS 


Can such propositions as these be calmly discussed by the Amer- 
ican people and, if agreed on, be resolutely put into practice? 
The future alone will tell. But it will be the citizens of the United 
States who make the answer—not some superhuman Fate. That 
answer, whatever it may be, is weighted with meaning for the 
lives and livelihoods of all peoples of the world. 

As President Truman said in a speech at Baylor University on 
March 6, 1947: 


We are the giant of the economic world. Whether we like 
it or not, the future pattern of economic relations depends 
upon us. The world is waiting and watching to see what we 
shall do. The choice is ours. We can lead the nations to 
economic peace or we can plunge them into economic war. 
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Tools for the Task 


BY THOMAS K. FORD 


Nations that want to work with other nations in repairing and 
rebuilding the world’s postwar economy need not hesitate for 
lack of tools. International agencies for economic cooperation 
exist today in great profusion. 

A list of intergovernmental economic organizations outside of 
the United Nations would contain scores of entries. Among them 
would appear the Pan American Union and the Inter-American 
Economic and Social Council, the International Cotton Advisory 
Committee and the International Wheat Council, “Benelux,” 
and perhaps even the British Commonwealth of Nations. 

Customs unions or other forms of economic collaboration are 
being discussed or developed between France and Italy, among 
the Scandinavian countries, and among the nations of eastern 
Europe. 

The various inter-Allied agencies for economic management of 
occupied territories could also be included in this list. 

In short, tools of international economic cooperation through 
- limited membership for limited purposes and in limited regions 
of the world are almost endless in number and variety. 

Machinery for world-wide treatment of world-wide economic 
problems through the United Nations and the specialized inter- 
national agencies associated with it is by no means so elaborate. 
But it is already fairly complex in structure and function. 

Although both the Security Council and the Trusteeship Coun- 
cil operate to some degree in the field of economic relationships 
among nations, the UN’s primary organ in this area is the Eco- 
nomic and Social Council (ECOSOC). Functioning under the 
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authority of the General Assembly, ECOSOC is charged in the 
Charter with four principal duties: 

(1) to study and report on international economic, social, and 
related matters; and make recommendations thereon to the Gen- 
eral Assembly, the member states, and the specialized agencies; 

(2) to make recommendations furthering human rights and fun- 
damental freedoms; 

(8) to prepare draft agreements on all such matters for action 
by the General Assembly; and 

(4) to call international conferences on the above matters. 

ECOSOC, thus, is not an organ of independent action or an 
enforcement agency. It is rather an organ for initiating and co- 
ordinating studies of economic and social problems. Its eighteen 
members, chosen by the General Assembly for overlapping six- 
year terms, vote by simple majority. All the Big Five are members 
of the Council but have no power to veto its decisions. 

ECOSOC operates through two kinds of subordinate bodies: 
committees and commissions (including subcommissions ). There 
are three standing committees, composed of members of ECOSOC 
itself: (1) Organization; (2) Negotiations with Specialized Agen- 
cies; and (3) Arrangements for Consultation with Non-Govern- 
mental Organizations. 

The first deals with the structure of ECOSOC. The second con- 
cludes agreements—for ultimate approval by the General Assem- 
bly—between the UN and the specialized agencies to be men- 
tioned shortly. And the third arranges collaboration between the 
Council and such bodies as the World Federation of Trade 
Unions, the International Cooperative Alliance, and the American 
Federation of Labor. 

From time to time ECOSOC has also formed temporary com- 
mittees on such matters as refugees and displaced persons, finances 
of the International Refugee Organization, and the like. 

ECOSOC has also created a number of commissions and sub- 
commissions on specific problems or groups of problems. At the 


present time there are eleven commissions and six subcommissions, " 
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of which seven commissions and three subcommissions have to 
do with primarily economic questions. The others are in the field 
of social and human welfare. 

Members of these commissions are individual experts represent- 
ing such member governments of the UN as ECOSOC desig- 
nates. They are nominated by their own governments in consul- 
tation with the Secretary General of the UN, and their nominations 
are confirmed by ECOSOC. Members of a subcommission are 
chosen by the commission of which it is a part and serve in their 
individual capacities, not as representatives of member govern- 
ments. 

While the particular functions of one commission may differ 
somewhat from those of another, in general all of them are 
charged with making studies and recommendations on matters 
within their special province. 

The Economic and Employment Commission, for example, ad- 
vises the Council on questions of economic stability, full employ- 
ment, and the development of underdeveloped areas of the 
world. These functions have been further delegated to two sub- 
commissions, one on Employment and Economic Stability and 
the other on Economic Development. 

Similarly, the Statistical Commission and its Subcommission on 
Statistical Sampling advise the Council on the development, per- 
fection, and coordination of statistical material and methods 
among member states, specialized agencies, and other organs 
of the UN. 

The Transport and Communications, Fiscal, and Population 
commissions operate with corresponding duties and functions in 
the special fields indicated by their names. 

In addition to these five commissions on particular divisions 
of economic cooperation, the Council has set up two regional 
commissions: the Economic Commission for Europe (ECE) with 
headquarters in Geneva, and the Economic Commission for Asia 
and the Far East (ECAFE) operating from Shanghai. 

These have the duty of studying conditions and initiating and 
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participating in concerted measures to improve and strengthen 
economic activity and relations in their respective areas of the 
world. They are successors to the discontinued Temporary Sub- 
commission on Reconstruction of Devastated Areas. The ECE in 
addition has taken over the functions of three European emer- 
gency bodies; the European Coal Organization (ECO), the Euro- 
pean Central Inland Transport Organization (ECITO), and the 
Emergency Economic Committee for Europe (EECE). 

These confusingly initialed agencies are to be distinguished, of 
course, from the CEEC—the 16-nation Committee for European 
Economic Cooperation which at Paris in the summer of 1947 de- 
veloped the European phase of the Marshall Plan. This last was 
not in any way a United Nations body or connected with the 
United Nations. 

The findings and recommendations of these commissions go to 
ECOSOC where they are debated and routed to the General 
Assembly or to an appropriate specialized agency for action, or 
made the basis for convoking an international conference on 
the subject. 

In addition to the four principal functions mentioned at the 
beginning, ECOSOC also acts as agent of the UN in making con- 
tact with the specialized agencies and in coordinating the activi- 
ties of these agencies. 

At the moment, negotiations have been completed or are in 
progress bringing eleven specialized agencies into association with 
the United Nations. Their respective chiefs form a Coordinating 
Committee, under chairmanship of the Secretary General of the 
UN, to further cooperation between the UN and the agencies in 
accord with the various agreements negotiated for that purpose, 
and to iron out any differences that may arise among them. 

Three of the specialized agencies are a number of years older 
than the UN itself. The Universal Postal Union (UPU) was or- 
ganized in 1874, the International Labor Organization (ILO) in 
1919, and the International Telecommunications Union (ITU) 
in 1932. 
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Others, like the Food and Agriculture Organization (FAO), 
the International Civil Aviation Organization (ICAO), the Inter- 
national Bank, the International Monetary Fund, and the embryo 
International Trade Organization (ITO) are vintage of World 
War II or after. 

The membership of these specialized agencies is not necessarily 
the same as that of the UN. The Soviet Union, for example, though 
a signatory of the constitution of WHO—the World Health Organi- 
zation—is not a member of any of the agencies formed since the 
war. On the other hand Spain, which belonged to the UPU, ITU, 
and the provisional form of ICAO, was expelled from all as a 
condition of their becoming associated with the UN. 

The specialized agencies act according to their respective char- 
ters and to the collective wills of their respective memberships, 
not according to directives from the United Nations through 
ECOSOC. However, under agreements between the agencies and 
the UN, the agencies undertake to consider questions and recom- 
mendations submitted by ECOSOC and to report to ECOSOC 
on their activities. 
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The Foreign Policy Association .. . 

is an impartial, non-profit, research organization. It was 
founded in 1918 “to carry on research and educational ac- 
tivities to aid in the understanding and constructive de- 
velopment of American foreign policy.” It does not seek to 
promote any one point of view toward international affairs. 
Any views expressed or implied in its publications are those 
of the author and not of the Association. 


The Headline Series... 


tries to give its readers enough unbiased background infor- 
mation in understandable form so they can make up their 
own minds intelligently on the great international questions 
of the day. The articles are prepared under the supervision 
of the Association’s Department of Popular Education with 
the cooperation of the FPA research staff of experts. 


Information .. . 


about the Headline Series, about other publications of the 
FPA, about the activities of its 832 branches in cities over the 
country, and about student and regular memberships can 
be obtained from: 


The Foreign Policy Association 
22 East 38th Street 
New York 16, N. Y. 
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